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BEFORE THE
INTERSTATE COMMERCE COMMISSION
RICHARD B. OGILVIE, TRUSTEE OF THE PROPERTY OF
CHICAGO, MILWAUKEE, ST. PAUL AND PACIFIC RAILROAD
COMPANY -- SUBMISSIONS UNDER SECTION 6 OF THE
MILWAUKEE RAILROAD RESTRUCTURING ACT
ORAL COMMENTS ON NEW MILWAUKEE LINES
EMPLOYEE-SHIPPER OWNERSHIP PLAN
MAX BAUCUS
U.S. SENATOR FROM MONTANA
DECEMBER 19, 1979
j NTRODUCTION
CHAIRMAN O'NEAL, AND MEMBERS OF THE COMMISSION, I APPRECIATE
THIS OPPORTUNITY TO COMMENT ON THE NEW MILWAUKEE LINES EMPLOYEE-
SHIPPER OWNERSHIP PLAN.
AS A MEMBER OF THE CONGRESS WHO WAS INVOLVED IN DEVELOPMENT
OF THE MILWAUKEE RAILROAD RESTRUCTURING ACT WHICH HAS LED TO THIS
PROCEEDING, I INTEND TO CONFINE MY COMMENTS TO CONGRESSIONAL
INTENT IN PASSING THE ACT.
I WANT TO EMPHASIZE THAT MY OPINION IS SHARED BY A NUMBER
OF MY COLLEAGUES WHO WILL NOT APPEAR TODAY BECAUSE OF THE PRESS
OF LEGISLATIVE BUSINESS,
MY POSITION IS THAT IN ADDITION TO PROVIDING SUBSTANTIAL
PUBLIC BENEFITS THE NEW MILWAUKEE LINES PROPOSAL MEETS THE
SPECIFIC CRITERIA ESTABLISHED BY CONGRESS IN THE RESTRUCTURING ACT,
THEREFORE, IT MUST BE APPROVED BY THE COMMITTEE,
CRITERIA ESTABLISHED BY CONGRESS
IN ENACTING THE RESTRUCTURING ACT, CONGRESS EXPRESSLY PROVIDED
THAT THE INTERSTATE COMMERCE COMMISSION -- NOT BANKRUPTCY COURT
AND NOT THE FEDERAL RAILROAD ADMINISTRATION -- WOULD DETERMINE
WHETHER A PROPOSED EMPLOYEE-SHIPPER OWNERSHIP PLAN WAS ACCEPTABLE.
CONGRESS ESTABLISHED SIX EXPLICIT CRITERIA AND DETERMINED
THAT THE COMMISSION MIUS APPROVE THE PLAN IF THESE CRITERIA ARE MET.
EU2IC & PRIVATE FINANCING
THE FIRST CRITERIONIS THAT ADEQUATE PUBLIC AND PRIVATE
FINANCING BE AVAILABLE TO THE PROPONENTS OF THE PLAN.
THE PLAN ENVISIONS A MODERATE SHIPPER INVESTMENT, AND LOAN
GUARANTEES BY THE FEDERAL RAILROAD ADMINISTRATION, THE ECONOMIC
DEVELOPMENT ADMINISTRATIONj AND THE FARMERS HOME ADMINISTRATION.
ALL OF THE AFFECTED AGENCIES HAVE STATED THAT REQUESTED FUNDS
ARE AVAILABLE UNDER EXISTING PROGRAMS.
BASED ON MY CONTACTS WITH THE MILWAUKEE SHIPPERS IN MONTANA
AND ELSEHWERE, I AM CONFIDENT THAT THE $10 MILLION SHIPPER
INVESTMENT IS MODEST AND AVAILABLE.
THUS, THE PLAN MEETS THE CRITERIONTHAT ADEQUATE PUBLIC AND
PRIVATE FINANCING BE AVAILABLE,
FAIR EQUITABLE TO THE ESTATE
THE SECOND CRITERION IS THAT THE PLAN BE FAIR AND EQUITABLE
TO THE ESTATE.
I AM AWARE THAT THIS FINDING INVOLVES SOME RATHER COMPLEX
ISSUES; NEVERTHELESS, IT APPEARS THAT THE PLAN SUBSTANTIALLY BENEFITS
CREDITORS COMPARED TO THE TRUSTEE'S MILWAUKEE II REORGANIZATION PLAN.
THE NET PRESENT VALUE OF CASH FLOW IS HIGHER THAN MILWAUKEE II, AND
CLAIMS AGAINST THE ESTATE ARE SUBSTANTIALLY SMALLER. THUS, THE
PLAN WOULD MEET THE CRITERIONOF BEING FAIR AND EQUITABLE.
IMPLEMENTATION OF THE PLAN
I AM NOT AWARE OF ANY FACTORS WHICH WOULD PREVENT IMPLEMENTATION
OF THE NEW MILWAUKEE LINES PLAN BY APRIL 1. FEDERAL AGENCIES CAN
CERTAINLY PROCESS LOAN APPLICATIONS WITHIN THIS TIME FRAME, AND
THERE IS NO INDICATION THAT NEGOTIATIONS WITH THE TRUSTEE WOULD
TAKE LONGER. PHYSICAL AND OPERATING FACTORS SHOULD NOT PREVENT
A TRANSFER OF ASSETS BY THE STATUTORY DEADLINE, AS NECESSARY
EQUIPMENT AND PERSONNEL ARE IN PLACE.
PROPOSED RAILROAD WILL BE SELF-SUSTAINING
CONGRESS DOES NOT INTEND TO FINANCE A WESTERN CONRAIL, AND
THEREFORE, ESTABLISHED A CRITERION THAT THE PROPOSED SYSTEM BE
SELF-SUSTAINING OVER THE LONG-TERM, THE CONSERVATIVE NEW MILWAUKEE
LINES PROJECTIONS INDICATE THAT THE SYSTEM CAN SERVICE ITS DEBT
AND PRODUCE NET RAILWAY OPERATING INCOME BY 1982,
OF COURSE, PROJECTING FUTURE REVENUES REQUIRES JUDGMENTS ABOUT
FUTURE ECONOMIC CONDITIONS AND TRAFFIC DENSITIES THAT WILL RESULT
IN HONEST DIFFERENCES OF OPINION.
THE FRA POINTS OUT THAT NEW MILWAUKEE LINES PROJECTIONS MAY
NOT BE MET. ON THE OTHER SIDE OF THE COIN, IT IS ONLY FAIR TO
POINT OUT THAT THE PROJECTIONS MAY BE SUBSTANTIALLY EXCEEDED,
PARTICULARLY IF THE MILWAUKEE IS ABLE TO CAPITALIZE ON RAPIDLY-
INCREASING COAL PRODUCTION.
I BELIEVE THAT THE NEW MILWAUKEE LINES PROJECTIONS ARE
REASONABLE, ESPECIALLY SINCE WESTERN SHIPPERS HAVE INDICATED TO
ME THAT THEY WILL IMMEDIATELY AND SUBSTANTIALLY INCREASE THEIR USE
OF THE MILWAUKEE WHEN SERVICE IS RESTORED.
SHIPPERS ALSO INDICATE TO ME THAT RELIABILITY, RATHER THAN
SPEED, IS OF PRIMARY IMPORTANCE IN THEIR SHIPPING DECISIONS.
MOST TRAFFIC IS NOT TIME-SENSITIVE, AND THE CONDITION OF THE
MILWAUKEE TRACK WILL NOT PREVENT INCREASED SHIPMENTS AS LONG AS
EQUIPMENT IS PROVIDED ON A REGULAR BASIS.
FINALLY, THE POTENTIAL ADVANTAGES OF EMPLOYEE AND SHIPPER
OWNERSHIP, CANNOT BE IGNORED BY THE COMMISSION. STUDIES SHOW
SHARP INCREASES IN PRODUCTIVITY WHEN EMPLOYEES ARE GIVEN A
SUBSTANTIAL VOICE IN THE MANAGEMENT OF THEIR COMPANIES. IN
ADDITION, SHIPPERS WITH A FI-NANCIAL STAKE CAN BE EXPECTED TO
PROVIDE MAXIMUM TRAFFIC TO THE MILWAUKEE.
IN THE ABSENCE OF CLEAR AND CONVINCING EVIDENCE THAT THE
TRAFFIC LEVELS PROJECTED BY NEW MILWAUKEE LINES WILL NOT BE
ATTAINED, THE COMMISSION SHOULD FIND THAT THE PROPOSED RAILROAD
WILL BE SELF-SUSTAINING,
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OPERATING PRACTICES
FINALLY, CONGRESS IS CONCERNED ABOUT PRODUCTIVITY IN THE
RAILROAD SECTOR AND INSISTED THAT THE PLAN INCLUDE AN ASSESSMENT
OF OPERATING PRACTICES AND AGREEMENTS BY LABOR AND MANAGEMENT TO
MAKE CHANGES DESIGNED TO IMPROVE LABOR PRODUCTIVITY.
CONGRESS RECOGNIZED THAT AN ORGANIZATION SUCH AS NEW MILWAUKEE
LINES CANNOT ENTER INTO BINDING COMMITMENTS WITH LABOR ORGANIZATIONS.
I AM IMPRESSED THAT THE RAILWAY LABOR EXECUTIVES ASSOCIATION HAS
AGREED WITH NEW MILWAUKEE LINES TO PARTICIPATE IN AN UNPRECEDENTED
MANAGEMENT-LABOR TASK FORCE WHICH HAS THE POTENTIAL FOR SUBSTANTIALLY
INCREASING LABOR PRODUCTIVITY.
THE NEW MILWAUKEE LINES APPLICATION OUTLINES A NUMBER OF
OTHER FACTORS WHICH WILL IMPROVE LABOR PRODUCTIVITY, THIS ANALYSIS
MORE THAN COMPLIES WITH CONGRESSIONAL INTENT.
SUMMARY
IN ENACTING THE MILWAUKEE RAILROAD RESTRUCTURING ACT, CONGRESS
RECOGNIZED THE ECONOMIC IMPORTANCE OF THE MILWAUKEE RAILROAD TO
NORTHERN TIER STATES AND THE NECESSITY FOR EMERGENCY MEASURES TO DEAL
WITH THE THREATENED CESSATION OF SERVICES,
BASED ON MY EXAMINATION OF THE NEW MILWAUKEE LINES PLAN, I
BELIEVE THAT THE CONGRESSIONALLY-ESTABLISHED CRITERIA HAVE BEEN
MET AND THAT THE COMMISSION HAS NO CHOICE BUT TO APPROVE THE PLAN.
